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The Liquidation of Private Business 


in Communist China 
BY THEODORE HSI-EN CHEN 


, Sow BAsic poticy of Communist China in regard to 


private business is succinctly stated in Article Ten 
of its newly adopted Constitution: “The policy of the 
state towards capitalist industry and commerce is to 
use, restrict, and transform them.” The full significance 
of this triple policy was not appreciated in the early 
days of the Communist regime, partly because the Com- 
munists were then placing more emphasis on the “use” 
of private capital and adopted certain temporary meas- 
ures to allay the fears of private capitalists. As the new 
state became more sure of its position and power, the 
“restrictive” and “transformative” aspects of the triple 
policy became more prominent until it was clear that 
the final objective of the new state was the liquidation 
of all private capitalism and the realization of com- 
plete socialism in the national economy. 

Writing on the “New Democracy” in 1940, Mao Tse- 
tung said that the economy of the New Democracy 
must be socialistic in nature but it would still provide 
a place for private capitalism. Later, in his treatise On 
Coalition Government, he amplified his view as follows: 

“Some people suspect that the Chinese Communists are op- 
posed to the development of individuality, to the development 
of private capitalism, and to the protection of private property 
This is wrong. Imperialistic and feudal oppression has cruclly 
fettered the . . 
of our New Democratic system is to remove these fetters to 
permit the 
economy. 

. Some people can not understand why the Commu- 
nists not only do not fear capitalism but actually promote its 
development under certain conditions. Our answer is simple 

. What plagues China today is foreign imperialism and 
native feudalism, but not native capitalism. On the contrary, 
we do not have cnough capitalism.” 

Further assurance to private capitalism was given by 
Mao in his report Turning Point in China in 1947: 


development of private capitalism. The task 


free development of private capitalist 
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“The New Democratic revolution fhe said) will climinate 
feudalism and monopoly capitalism; it will eliminate the Jand- 
lord class and the bureaucratic bourgeoisie (big bourgeoisie) ; 
but it will not eliminate capitalism in general, nor the petty 
and middle bourgeoisie. On account of the backwardness of 
the Chinese economy, it will be necessary to permit the exist- 
ence, for a long time, even after national victory, of the capi- 
talist economy represented by the broad petty bourgeoisie and 
the middle bourgeoisie.” 

The Communists realized the need of “using” pri- 
vate capitalism when they seized national power in 
1949. They had an ambitious plan of national recon- 
struction and industrialization but they did not possess 
the capital or the personnel needed for such undertak- 
ings. In order to provide for this need and at the same 
time not to lay aside completely their “class struggle” 
against capitalists, they made a distinction between the 
“bureaucratic bourgeoisie” and the “national bourgeoi- 
sie.’ The former were labeled as “enemies of the revo- 
lution” who must be crushed and liquidated and against 
whom an uncompromising class war must be waged. 
The latter, however, were considered an acceptable 
“ally of the proletariat” whose service was needed in 
the transitional period of the New Democracy. The “na- 
tional bourgeoisie,” it was said, consisted of the middle 

| Mao Tse-tung called this class the “compradore upper 


bourgeoisie” in his analysis of social classes in The Chinese 
Revolution and the Communist Party of China (1939). 
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bourgeoisie. Actually, they were the private capitalists 
who were willing to accept the “leadership of the prole- 
tariat and the Communist Party” and to offer their 
assets and their talents to the new state. From the be- 
ginning, therefore, it should have been clear that pri- 
vate business would have a place in the national econ- 
omy only if it was ready to follow completely the plans 
and dictates of the stat 

At the beginning, however, emphasis was laid on the 
need for private business and the desire of the govern- 
ment to use private capital for the building of a new 
China. The slogan was to pay “due regard to both pub- 
lic and private interests.” Private business was told that 
it had nothing to fear and that the 
ready to protect its interests. The famous “Eight-Point 
Proclamation” by the Commander-in-Chief of the Red 
Army in 1949 stipulated that “all privately owned fac- 


tories, stores, banks, warehouses, vessels, wharfs, farms, 


government was 


pastures, etc. will be protected against any encroach- 


ment.” 

To underscore the policy of “protecting” the interests 
of private capitalism, labor was warned not to make 
excessive demands upon the private enterprises sanc- 
tioned by the state. Capital, it was maintained, was 
entitled to a certain amount of legitimate profit and 
labor should refrain from demands which would make 
such profit impossible. In his Turning Point in China 
Mao Tse-tung had enunciated the principle of “bene- 
fiting both capital and labor” and had attacked what 
he called “short-sighted, unilateral, so-called ‘welfare of 
the toilers’ policy.” 

The principle of “benefiting both labor and capital” 
in the private enterprises was re-affirmed by the Com- 
mon Program (in Article 32). In accordance with this 
principle, the Shanghai Military Control Commission 
issued a decree on August 19, 1949, specifying pro- 
cedures for settling labor disputes in private enterprises 
“on a rational basis in order to attain the goal of bene- 
fiting both labor and capital.” The purpose of the de- 
cree, it was explained, was to prevent the “unrestricted 
development of labor-capital disputes.’"* In view of the 
fact that the Communists had heretofore 
radical pro-labor policy, the new policy of curbing ja- 


bor demands must have brought some relief to business 


pursued a 


people. 

On the other hand, even in this early period, there 
never was any doubt that the “use” of private capital 
implied its “restriction” at the same time. Private capi- 
tal could be useful only “under certain conditions.” The 
must be 


“exploitative nature” of private capitalism 


resolutely suppressed 
private enterprises as were 


The state would permit only such 


beneficial to the national 


2 The text of the decree appears in the China Digest, Vol 
VI, No, 12, September 21, 1949 


82 


economy and to the people’s livelihood.” That the in- 
itial policy of moderation was intended merely to give 
time for the Communists to examine the situation before 
deciding on the next steps is attested by the following 
words of Ch’en Po-ta, then a member of the Central 
Committee of the Chinese Communist Party, regarding 
the take-over of industrial enterprises in 1949: 

We do not come to disturb, but only to supervise... . 
“This is not to say that there is no call for the reformation, 
the re-organization of capitalist industrial enterprises. The 
removal of the bureaucratic system of control is the first im- 
portant reform, Other reforms are needed, and must be taken 
up in time. 
“But if we are to reform these industrial enterprises, we must 
first understand them, be acquainted with them, and know 
all the ins and outs of their operations. . . . As long as we are 
still ignorant of the operations of the industrial enterprises, 


we cannot institute reforms. Reforms must be gradual, not 


3 


violent.” 


Moves toward Centralization 

Early in 1950, the new governinent adopted a series 
of measures to insure centralized control over the econ- 
omy and finance of the nation. Among other things, 
they called for a “re-adjustment of industry and com- 
merce and of the relations between public and private 
enterprises.” Private enterprises were required to make 
full reports on their transactions, their financial status, 
and all aspects of their business. They were ordered to 
turn away from unessential fields to trades and indus- 
tries “beneficial to the national economy.” Trade in 
luxury goods was considered unnecessary and wasteful. 
“Enterprises which served imperialism, feudalism, and 
bureaucratic capitalism in the past”* would no longer 
be permitted. All private as well as public enterprises 
were put under the “unified control and planning” of 
the government. 

The “adjustment of relations between public and 
private enterprises” meant a clearer recognition of the 
dominant role of state-owned and state-operated enter- 
prises in the national economy. The Common Program 
had recognized five types of economy in the New De- 
mocracy: state-owned economy, co-operative economy, 
the individual economy of peasants and handicrafts- 
men, private capitalist economy, and _ state-capitalist 
economy. It was clearly stated, however, that the state- 
owned economy was to play the role of leader and 
that all other components of the national economy 
must play their respective parts under the leadership 
of the state-owned economy. The emphasis on “adjust- 
ment,” characterizing what may be considered as a 
second stage in the gradual but systematic liquidation 
of private business, was to make sure that private enter- 

3 English text in China Digest, Vol. VI, No. 3, May 17, 
1949 

4 May Day Address by Liu Shao-ch'i, People’s China, Vol. 
I, No. 10, May 16, 1950. 
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prises clearly recognized and followed the “leadership” 
of the state-owned enterprises. 

Reporting on the economic and financial administra- 
tion of the government in its first year, Ch’en Yun, 
then Deputy Premier and Chairman of the Committee 
on Finance and Economy, said: 

“The essence of the so-called adjustment of relations be- 
tween public and private industry and commerce is, on the 
one hand, to establish firmly the leadership position of the 
state-owned economy and, on the other hand, to enable pri- 
vate capitalist economy to find its rightful place under the 
leadership of the state-owned economy.”’® 

On December 31, 1950, the Peking government pro- 
mulgated “Provisional Regulations for Private Enter- 
prises” stipulating in detail the conditions under which 
private enterprises would be permitted to operate. Un- 
der the leadership of the state-owned economy, private 
enterprises “beneficial to the national economy and the 
people’s livelihood” were promised due protection. They 
were, however, required to submit their complete plans 
for the approval of the government and to distribute 
their earnings among dividends, welfare funds, and 
other uses according to the percentages specified by the 
Regulations. To co-ordinate with state planning, each 
private enterprise mus’ confine itself to the scope of 
business sanctioned by the state. At the same time, the 
government required private enterprises to make a 
fresh evaluation of all their assets and make complete 
reports to the government. Later, the government 
adopted anti-inflationary measures which required large 
private enterprises to deposit their daily cash receipts 
in state banks. The result was the increasing control of 
the assets of private enterprises by the state. 

The restriction of the scope of business of the pri- 
vate enterprises was accompanied by a steady expan- 
sion of the state-owned enterprises. In trade and in in- 
dustry, state monopolies took over areas formerly acces- 
sible to private enterprises. State trading companies took 
over trading in leading agricultural products and in 
major items of consumers’ goods. They monopolized 
foreign trade. In industry, the proportion of the output 
of state-owned enterprises in relation to the total value 
of industrial output rose from 34 percent in 1949 to 
53 percent in 1953.’ 

The earlier slogan of benefiting both public and pri- 
vate enterprises was not heard any more. As a matter 
of fact, Chou En-lai had clearly announced the change 
of emphasis in his report to the National Committee of 
the People’s Political Consultative Conference on Jan- 
uary 5, 1952. The Common Program, he warned, never 
intended to permit the free and unrestricted develop- 





5 Hsin Hua Yueh Peo. 2:1321, October 1950. 

6 Text in Hsin Hua Yueh Pao. 3:578, January 1951. 

7 Figures from Chou En-lai’s report to the National People’s 
Congress on September 23, 1954. 
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ment of private economy. Instead of talking about “re- 
gard to both public and private enterprises” in isola- 
tion, he said, it was necessary to think of “regard to 
both public and private enterprises under the condition 
of obeying the state-owned economy.” Instead of talk- 
ing about “mutual benefit to capital and labor” in the 
abstract, one should discuss the matter under the prem- 
ise that the leadership of the working class must be re- 
cognized. Clearly, the “adjustment of relations” meant 
to reduce private enterprises to a dwindling adjunct of 
the expanding state-owned economy. 

The “adjustment” of relations proved to be a mild 
prelude to a direct and violent attack upon capitalism 
and capitalists. In connection with the agrarian reform, 
the Communists had waged a violent class war against 
the landlords, the symbols of capitalism in the rural 
areas. Having succeeded in destroying the power and 
prestige of the landlord class, they were ready to ex- 
tend the class war into the urban areas. From the stand- 
point of economic development, it was necessary to 
break the prestige and independence of the private cap- 
italists and entreprencurs so that they might be com- 
pletely willing to accept the “leadership of the state- 
owned economy.” 

The occasion for a direct attack was furnished by the 
“five-anti campaign.” Late in 1951, the Chinese Coth- 
munists had inaugurated the “three-anti campaign" to 
eliminate the “three evils” of corruption, waste, and 
bureaucratism in Party and government. Investigations 
brought to light an alarming prevalence of such evils, 
and the Party which had always taken pride in strict 
discipline and relative freedom from corruption was 
both shocked and embarrassed by what looked like a 
serious degeneration of morale and discipline. Looking 
around for a scapegoat, they chose the bourgeoisie and 
identified it as the chief source of the evils. The “treach- 
crous industrialists and merchants,” it was charged, had 
tried to sabotage the new regime by infiltrating the la- 
bor unions as well as government and Party organiza- 
tions. They had enticed government and Party per- 
sonnel with bribery and caused the moral degeneration 
of the revolutionary workers. They had tried to hinder 
the economic development of the state by deceit, prof- 
iteering, and other “criminal acts.” 

What began as a house-cleaning campaign within 
the Party and government was thus changed into a 
class war against the bourgeoisie. “The struggle against 
corruption, waste, and bureaucratism,” said Po I-p'o, 
then Minister of Finance, “is in essence a struggle 
against the corrupt and degenerate ideology of the 
bourgeoisie." The specific “crimes” charged against 





8 In a report on the progress of the “three-anti campaign” 
on January 9, 1952. Text in Kuang Ming Jih Pao, January 
10, 1952. 





tax evasion, fraud, theft 


the bourgeoisie were bribery 
of state assets, and leakage of state economic secrets 
The nation-wide campaign against them (the “five-anti 
campaign”) was waged with fury in the first five 
months of 1952. The “five evils” attributed to the 
bourgeoisie were broad charges that could be brought 
against any businessman. It was not difficult to find 
any merchant or industrialist guilty of having made “ex- 
cessive” having committed 


profit and consequently 


“fraud” against “the people.” It was also easy to “prove” 
that an industrialist or merchant had not paid suffi- 
cient taxes in past years. Anyone who had engaged 
in any form of speculation could be charged with hav- 
ing taken advantage of the “leakage of state economic 
secrets,” and in the unstable economic conditions of 
post-war years, few business people were completely 
free from any form of speculation 

That the intention was to launch an extensive whole 
sale attack on the bourgeoisie is attested by the magni- 
tude of the campaign. According to an official report, 
76 percent of the 450,000 industrialists and merchants 
investigated in seven leading cities were found guilty 
of one or more of the “five evils.” In Shanghai 90 
160,000 merchants and 


percent of the industrialists 


were declared guilty.'° Few business people of any im- 
portance escaped unscathed. To say that hundreds wer 
exec uted is a conservative estimate based on announce- 
ments actually made in the Cormmunist press. Their as- 
sets were seized by the state, their property confiscated 
Most of those whose lives were spared had to pay heavy 
penalties calculated on the basis of accumulated of- 
fenses of the past and according to the unchallengeabk 
judgment of those in charge of the campaign 

Even more unbearable than the concrete punishments 
and financial bankruptcy brought about by the penal- 
ties was the mental anguish which the industrialists and 
merchants underwent during the months of the cam- 
paign. The Communists had ordered a gigantic class 
war in the name of a “counterattack to repel the fer- 
ocious attack of the bourgeoisie” who had tried to un- 
dermine the people’s democracy by infiltration and 
sabotage. Every industrialist and merchant was a sus- 
pect and subject to nerve-racking investigations. The 
investigators did not have to ask whether the methods 
they used were fair or foul; they probed into business 
dealings not only of the recent days and months but 
also of the distant past in order to prepare a long list 
of incriminations against individual business people. In 
Shanghai alone 50,000 investigators were organized in- 
to more than 1,000 investigation teams. Besides the or- 
ganized teams, all people were urged to take upon them- 


selves the task of investigating and exposing the present 


9 Report of Po I-p’o in Jen Min Jih Pao, October 1, 1952 
10 Nan Fang jJih Pao, June 8, 1952 


and past offenses of industrialists and merchants. Em- 
ployees were encouraged to inform on their employers, 
children on their parents. Wives who denounced the 
business practices of their husbands were praised for 
their new “political consciousness.” Even the industrial- 
ists and merchants themselves were brought into the 
network of spying and informing when they were given 
a chance to partially redeem themselves or to win a 
reduction of their own penalties by exposing the “crim- 
inal acts” of their fellow men. 


Effects of the Campaign 

rhe campaign brought gratifying results to the Com- 
munist leaders. It succeeded in destroying the power and 
influence of the bourgeoisie. The Communist leaders 
frankly admitted that the fines exacted from the indus- 
trialists and merchants greatly augmented the public 
treasury and brought about a marked improvement in 
the financial situation of the state. They also noted 
with satisfaction that the “five-anti campaign” paved 
the way for the next major step in state planning, 
namely, the inauguration of the first five-year plan a 
few months after the campaign. At the same time, they 
emphasized that just as the class war against the land- 
lords was not to be dropped at the completion of the 
agrarian reform, so the “struggle” against bourgeois in- 
fluence and bourgeois ideas must go on without relaxa- 
tion. “Political education” in schools and out of schools 
was charged with the never-ending task of continually 
combating the “corrupt ideology of the bourgeoisie.” 
People who had been educated in the bourgeois society 
of the past were warned that they must work hard to 
weed out bourgeois ideas still existing in their midst. An 
important chapter in the war against the bourgeoisie 
had been conciuded, but other chapters were still to be 
written. 

Meanwhile, industry and commerce had been given 
an almost mortal blow. Many industrialists and mer- 
chants, divested of all assets and unable to pay the 
heavy penalties imposed on them, chose suicide. Others 
were so exhausted financially, physically, and psycho- 
logically that they lost all interest in further business 
activities. The “five-anti campaign” brought on a bus- 
iness depression, an increase of unemployment, and a 
sharp drop in production. But since these were not re- 
sults that the new rulers desired to see, they abruptly 
called off the campaign and adopted measures to re- 
vive the dying enterprises. 


A number of emergency measures were adopted. A 


new campaign was launched to stimulate production 
and increase employment. The government proposed to 
help business by means of loans, by purchases, and by 
placing new orders for goods from private firms and 
The official People’s Daily in Peking re- 
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ported (on june 3, 1952) that within a brief period 
from April 27 to May 15, 1952, the municipal govern- 
ment in Peking had given private business aid equivalent 
to U.S. $5,500,000. The net result was the complete 
loss of independence on the part of private business. 
State loans and state orders made the private enter- 
prises more dependent on the state than ever before. 

In order to induce merchants and industries to re- 
sume their operations, which were still badly needed 
by the state in its program of economic development, 
a propaganda campaign was launched to “restore the 
confidence of the bourgeoisie” and to persuade them 
to resume their business operations. The old slogans of 
“protecting private enterprises” and “benefiting both 
public and private enterprises” were resurrected and 
business people were told that the government stood 
ready to help them solve their problems. The loans and 
orders offered by the government were cited as evidence 
of the “generous assistance” given to private business. 

An example of the propaganda campaign is an edi- 
torial of the People’s Daily on July 2, 1952. Under the 
title “Rallying Merchants and Industrialists for the Na- 
tion’s Economic Prosperity” it argued that the “five-anti 
campaign” had paved the way for a more constructive 
role by private enterprises. It promised a bright future 
for private enterprises. For the purpose of “rallying” 
private business, the Communists had sponsored the es- 
tablishment of a nation-wide organization of merchants 
and industrialists. In June 1952 a preparatory confer- 
ence was held for the establishment of the All-China 
Federation of Industry and Commerce. Addressing the 
gathering of 319 representatives of industry and com- 
merce, Ch’en Yun declared that the future of private 
enterprises was even brighter than before.” All enter- 
prises beneficial to the nation’s economy and the 
people would receive the encouragement and aid of 
the government. He even made the concrete suggestion 
that private enterprises were entitled to an annual profit 
of 10 to 30 percent on the basis of capital investments 
To dramatize the alleged policy of “benefiting both pub- 
lic and private enterprises,” the government ordered 
some state trading companies to curtail their scope of 
operations in order to make room for private enter- 
In Canton, for example, the state-owned salt 
corporation was directed to quit its retailing activities 
and confine itself to the wholesale business, and the 
General Goods Company was ordered to take 997 items 
from its list of merchandise.'* The government, it was 
explained, wanted to stimulate private business to 
greater activity. 


prises 


These palliatives were only stop-gaps and did not 
mean the abandonment of the policy of introducing 





11 Text of address in Jen Min Jik Pao, June 25, 1952. 
12 Hongkong Ta Kung Pao, December 21, 1952. 
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socialism and eliminating private capitalism in planned 
stages. Industrialists and merchants did not have to 
wait long to find out the meaning of the next stage of 
“transforming” capitalist industry and commerce. Trans- 
formation meant that the enterprises of the industrial- 
ists and merchants were to lose their character as pri- 
vate or independent undertakings and were to be in- 
tegrated with the economy and the planning of the 
state. Industrialists and merchants were to accept state 
plans and not to make plans or projects of their own. 

The process of transformation was hastened with the 
inauguration of the five-year plan. The five-year plan 
put a premium on industry, and it was emphasized that 
industrialization must follow the socialist pattern. “Cap- 
italist industrialization” in any form would not be toler- 
ated. Consequently the progress of the five-year plan en- 
tails a steady expansion of the state-owned economy and 
a corresponding decline of the private-owned economy. 


Goal of Socialist Transformation 

Further to emphasize their socialist goal, the Com- 
munists adopted a propaganda line known as the “gen- 
eral line of the state in the period of transition.” The 
“general line” lays down specific policies to bring about 
socialism in industry, commerce, agriculture, and handi- 
craft production. Its objective is a steady expansion of 
the socialist economy and a corresponding decline and 
eventual elimination of private capitalisry. It calls for 
the “socialist remolding of agriculture” by the means of 
co-operatives and collective farming. In the cities, it 
demands the “socialist transformation of private indus- 
try and commerce by the state.” 

The goal of “socialist transformation” is “to replace 
capitalist ownership with ownership by the people.”"* 
The Communists realize, however, that it is impossible 
to arrive at socialism in one big jump. In the rural areas, 
they discovered by bitter experience that collectivization 
is repellent to the individual peasants and that the “re- 
molding of agriculture” must proceed by gradual stages 
As intermediate stages between individual peasant econ- 
omy and collective farming, they have proposed various 
forms of “mutual-aid teams” and co-operatives in order 
to “educate” the peasants in collectivization by gradual 
degrees. In the same manner, the Communists now pro- 
pose the “socialist transformation” of industry and com- 
merce in several steps. The intermediate steps offered 
to private capitalism are the various stages of “state 
capitalism.” It has been noted that the paternalistic 
measures following the “five-anti campaign” put private 
business more firmly under the state because its sur- 
vival was dependent on state loans and state orders. The 
orders and purchases which the state extended to pri- 


“13 Chien Chia-chu, “State Capitalism in China,” People’s 
China, December 1, 1954, p. 5. 





vate business proved to be a first step in the direction of 
state capitalism. 

The purchase of the products of private industry by 
the state is now identified as the most elementary form 
of state capitalism. Its function is to lead private busi- 
ness to the next higher stage of state capitalism. In the 
next higher stage, the state completely controls the raw 
materia!s and their allocation. It supplies the raw materi- 
als to private industry, which produces goods for the 
state according to the specifications of the state. The 
state makes payment for the finished goods cither in 
cash or by supplying the raw materials. In cases where 
goods produced by private factories are considered cru- 
cial to the nation’s economy, the state purchases the en- 
tire output of the factories, and the state exercises com- 
plete control over the marketing of the products. 

In such forms of state capitalism, private enterprises 
obviously become no more than agents for the state 
They accept orders from the state; they turn out fin- 
ished products for the state; they have no other access 
to raw materials than to get them from the state; and 
they surrender to the state all rights over their products. 
According to an official estimate, 86.4 percent of the 
gross output of private industries in eight major cities 
during the first quarter of 1954 were produced within 
this framework of processing jobs for the government 
and government control of purchases and sales.'* Never- 
theless, the Communists do not rest satisfied with these 
forms of state capitalism, inasmuch as the private cap- 
italists still own the factories and still have charge of 
the production. The plan of “socialist transformation” 
demands that after some experience with these “inter- 
mediate forms” private industry must move on to a 
still higher form of state capitalism characterized by 
the transformation of private enterprises into state- 
private joint enterprises. Capitalist ownership now gives 
way to joint ownership by state and private capitalism 
By yielding, a part of the ownership rights, the private 
capitalists also surrender their control over operation 
and production. 

During the last year, the Communists greatly stepped 
up their campaign to transform private enterprises into 
state-private joint enterprises. Detailed regulations for 
the joint enterprises, announced by the government in 
September 1954, make clear that in the partnership 
between the state and private capitalism, the former 
must occupy the leading position and the enterprise 
must be operated under the leadership of the state. In 
all planning and management, the needs of the state 
must be the controlling factor and the plans of the 


state must be obeyed. All joint enterprises are placed 


14 Li Wei-han, “An Explanation of the Provisional Regu- 
lations Governing State-Private Joint Enterprises,” Jen Min 
Jih Pao, September 6, 1954 


under direct government supervision and their financial 
affairs are controlled by the government. The govern- 
ment appoints representatives to operate the enterprises 
in conjunction with the representatives of private cap- 
italism, but the latter must accept the leadership of the 
former. The regulations allow 25 percent of the annual 
profits for dividends, both public and private, and for 
the remuneration of directors, rnanagers, and superin- 
tendents; the greater part of the profits must be used 
for the further development of production according 
to state plans, 

Even with such a stranglehold on private industry, 
the Communists feel that they have not yet reached their 
goal of “socialist transformation.” The joint enterprises, 
they say, are only “semi-socialist” in nature. They serve 
their purpose in the transitional period, but the exist- 
ence of two kinds of ownership, public and private, of 
the means of production presents “basic contradictions.” 
In due time, therefore, all enterprises must be state- 
owned and all private ownership must be abolished. 
By then, the nation will be ready for complete socialism 
and Communism. The over-all plan of the Chinese 
Communists is summarized by the People’s Daily in its 
editorial on the state-private joint enterprises on Septem- 
ber 6, 1954. “The socialist transformation of capitalist 
industry and commerce in the transitional period of 
the nation,” said the editorial, “must be carried out in 
two steps. The first step is to bring capitalist industry 
and commerce basically into the orbit of the state cap- 
italismm. The second is to transform state capitalism into 


» 
socialism 


Developments in Commerce 

In commerce, the elimination of private business is 
practically complete in the area of foreign trade. In 
domestic trade, the state monopolies have taken over 
most of the wholesale trade and more and more of the 
retail trade. In the “transformation” of retail trade, 
there are intermediate stages comparable to those for 
agriculture and industry. Private concerns are allowed 
to operate, but only as agents of the state or the state 
trading companies. The private merchants may serve 
as distributors for the state, selling commodities which 
are the property of the state (the prices being fixed and 
the merchants working on a commission basis) or they 
may buy wholesale from the state trading companies 
and sell at the prices set by the state-owned retail stores. 
A British source in Hongkong reported that by Septem- 
ber 1954 most of the retail shops in cotton piece goods 
had been “transformed” into marketing agencies or 
agents of the State Cotton Yarn and Cloth Company." 

The Communists have established a vast network of 


15 “Peking’s Victory Over Private Trade,” Far Eastern 
Economic Review, 17:678, November 25, 1954 
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state trading companies which are rapidly squeezing in- 
dependent private trade and commerce out of business. 
There were 35,000 such trading companies in 1953 and 
the number is still growing. They have extended their 
control into all phases of commerce. The names of a few 
may give some idea of the wide scope of their activities: 
Chinese Overseas Trading Company, Chinese Overseas 
Transportation Company, Chinese Steamship Company, 
Chinese Land Transportation Company, Chinese Food 
Company, Chinese General Merchandise Company, 
Chinese Salt Company, Chinese Cotton Goods Com- 
pany, Chinese Silk Company, Chinese Pharmaceutical 
Company, Chinese Native Goods Company, Chinese 
Tea Company, Chinese Hardware and Machinery Com- 
pany, and many others. 

The power of the state trading companies was ;reatly 
enhanced by forbidding private trading in major agri- 
cultural produce and by the policy of “planned pur- 
chase and supply.” “Planned purchase” means the ex- 
clusive right of the state to buy certain commodities and 
enables it to control the supply. “Planned supply” is ac- 
tually a system of rationing and makes possible a direct 
control over the distribution of goods. Shortage of supply 
in grain, vegetable oils, meat, and cotton piece-goods 
has brought these commodities under the system of 
“planned purchase and supply.” Transactions in these 
areas have been completely taken away from private 


business. 
It must be noted that the co-operatives serve as pow- 


erful agents of the state trading companies and help to 
curtail further the area of independent private business. 
The supply-and-marketing co-operatives constitute a na- 
tional network covering China’s countryside. They are 
authorized to purchase and market agricultural pro- 
duce, in which private merchants are not permitted to 
trade. They supply the countryside with consumers’ 
goods and farm implements. In making contracts to buy 
from the peasants and supply their needs, the coopera- 
tive leaders force or persuade the farmers to adapt their 
plans to those of the state. By the end of 1953 there 
were 29,600 supply-and-marketing co-operatives control- 
ling more than 118,000 retail stores and 20,000 “mobile 
trading units.”’"* 

The aim of the state to use the supply-and-marketing 
co-operatives as a means of squeezing out private retail 
trade is clearly revealed by the recent decision of the 
government to terminate the aids and subsidies given to 
the co-operatives. Until recently, the state subsidized the 
supply-and-marketing co-operatives by reducing their 
taxes, by loans, by allowing them to buy at reduced 
wholesale prices. Consequently, the co-operatives were 
able to sell to their members at slightly reduced prices. 


16 Ai Ti, “Supply and Marketing Co-operatives,” People’s 
China, December 16, 1954. 
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The termination of the subsidies means that the co-oper- 
atives can no longer offer special privileges to their 
members. The main reason for this change of policy is 
that in order to lure the people from private business to 
the co-operatives it was formerly necessary to offer 
special inducements, but now the co-operatives and the 
state trading companies are so sure of their grip on trade 
and commerce that the inducements are no longer con- 
sidered necessary. The subsidies were weapons against 
private business and had served their purpose. 

In defense of the policy of “adjusting the retail prices 
of supply-and-marketing co-operatives,” the People’s 
Daily editorialized on February 6, 1955 that the special 
treatment accorded the co-operatives in the past was 
necessary because “private capitalist trade was still in a 
position to manipulate the market prices” and it be- 
hooved the c~ speratives to offer advantages to its mem- 
bers. After 1953, said the editorial, the planned purchase 
and supply of grain, cotton, and oils enabled the state to 
insure its control over the supply of commodities and the 
former situation was vastly changed. “In wholesale 
trade,” it continued, “private capitalism has been basic- 
ally eliminated, while in retail trade the state trading 
companies and the co-operatives have won a definite 
victory and the supply-and-marketing co-operatives have 
achieved firm control over the markets of the rural vil- 
lages.” 

Mention should be made of the effort to lead the 
handicraftsmen of the villages and small towns, as well 
as those in the cities, into the channels of state capital- 
ism. They are urged to join handicraft co-operatives as 
a transitional move from private trading to socialism. 
There are various degrers of “co-operativization,” from 
the simple “producers’ teams” to the “handicraft pro- 
ducers’ co-operatives.”'" The total producers’ co-opera- 
tives was 4,813 in 1953 with a membership of some 


Results of Socialization 

The program of eliminating private business and its 
planned stages of development seem logical from the 
standpoint of Communist theorizing, but the actual re- 
sults sometimes fall short of expectations. One of the 
basic difficulties is that the industrialists and merchants 
do not support the program of “socialist transformation.” 
They have no choice but to yield to pressure and accept 
state capitalism, but they have no enthusiasm for the 
new undertakings and their lack of genuine co-opera- 
tion has given the Communists a perplexing problem. 

Despite pressure and exhortations, only 12 percent of 
private industry agreed to transformation into state- 
private joint enterprises in 1953. Among the merchants 

17 See article on handicraft co-operatives in People’s Chine, 
February 1, 1955. 
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and industrialists who accepted the transformation, many 
merely accepted “in form but not in spirit.” Even in 
the task of producing goods to fill state orders, capital- 
ists were charged with “sabotage” activities such as turn- 
ing out inferior goods at high cost. Typical of the 
officia! viewpoint is an editorial of the Tientsin Ta Kung 
Pao on December 7, 1954, under the title “The Need of 
Correcting the Negative Business Attitudes of Private 
Industrialists and Merchants.” Pointing out that many 
capitalists were still enamored of the “old capitalist 
free market,” the editorial said: “Their attitude toward 
socialist transformation is not that of positive welcome, 
but that of negative resistance.” 


Socialist Education 


The Communists see the solution for this problem in 
changing the attitude of the industrialists and merchants. 
They ailege that the socialist transformation of industry 
and commerce will not succeed without the “individual 
reform” of industrialists and merchants. A campaign 
for “individual reform” was inaugurated, utilizing the 
well-known methods of indoctrination and “brain-wash- 
ing” which are now well-known to the world. Theoreti- 
cally, much emphasis is laid on “voluntarism.” Here, as 
elsewhere, “persuasion” (also called “education’”’) is con- 
sidered far more desirable than coercion. Industrialists 
and merchants are to be given “socialist education” un- 
til they “voluntarily” give up private capitalism in favor 
of state capitalism. To carry further the emphasis on 
“voluntariam,” the industrialists and merchants are 
called upon to undertake a program of “self-education” 
and “slf-reform” 


vision of Communist cadres 


needless to say, under the super- 


“Socialist education” entails in part the study of the 
theories of Marxism-Leninism and the significance of 
China’s efforts to realize socialism in industry and com- 
merce. Basic documents pertaining to the “general line 
of the state” have been designated as appropriate materi- 
als for “study.” Above all, high value is placed on the 
study of Chapters 9 to 12 of the Short History of the 
Communist Party of the Soviet Union, which deal with 
the New Economic Policy and the five-year plans of the 
Soviet Union. It is maintained that the experience of the 
Soviet Union provides the best guide for China’s econo- 
mic development and that careful study of the Soviet 
experience will convince the capitalists of the benefits 
of socializing industry and commerce. “Self-education” 
also involves an active effort to combat bourgeois idcol- 
ogy. Industrialists and merchants are told that they must 
obliterate the bourgeois concepts of private profit and 
independent enterprises 


interests of the state above their personal interests. They 


They must learn to put the 


must overcome the tendency to relax their effort after 
their enterprises have been transformed in the direction 


of state capitalism. They must dispel the fear that state 
control would mean no further need for their initiative 
and positive contributions. They must realize that “there 
is still a bright future” for private industry and com- 
merce but this bright future is possible only when pri- 
vate industry and commerce fully support the plans of 
the state. By self-education, they must “dispel all worries 
and accept reform.””* 

A familiar method of producing “voluntary” acqui- 
escence is to bring group pressure to bear upon the in- 
dividual. The pressure of the group to which the in- 
dividual belongs is euphemistically termed the “demo- 
cratic process” in which the individual submits to the 
“majority” in a “people’s organization” rather than to 
direct pressure of the government. Such a “people’s or- 
ganization” is the Federation of Industry and Com- 
merce. This Federation, with a national organization 
co-ordinating and directing the activities of local branch- 
es throughout the country, became a major agency for 
“mobilizing” industrialists and merchants for the active 
support of the state capitalism and socialism. The use 
of the Federation as a means of control over private 
industry and commerce is shown by the “national con- 
gress” held in Peking in October 1953. The congress 
was attended by 640 delegates representing public as 
well as private enterprises throughout the nation, 
but the majority were ‘representatives of private indus- 
try and commerce and there was no doubt that the 
whole affair was planned with a view to “educating” 
The representatives of the state-owned enter- 
prises and the co-operatives were present simply to in- 


them 


crease the pressure on private entrepreneurs to “reform” 
themselves for more effective service to the state. The 
central theme of the congress was the “socialist trans- 
formation of private industry and commerce.” The 
opening address of the chairman of the congress was a 
call to carry on a “struggle for pursuing the general 
line of the state and for a correct manifestation of the 
positive role of private industry and commerce.” 

After three weeks of sustained propaganda and pres- 
sure, the congress adopted resolutions pledging the 
readiness of private industrialists and merchants to move 
toward state capitalism “actively and spontaneously,” 
to combine “individual reform” with the reform of their 
enterprises, to “strengthen the reform of our individual 
ideology.” and to accept the leadership of the state in 
all matters. The following excerpt from the resolutions 
shows how the delegates to the congress “voluntarilv” 
accepted the policy of the state and called upon their 
fellow businessmen to do likewise: 


“The Congress unanimously supports the general line of 
the state during the transitional period and the policy of 


18 Title of editorial of Tientsin Ta Kung Pao, December 
1953 
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utilizing, restricting, and reforming private industry and com- 
merce. Private industrialists and merchants throughout the 
country must actively undertake the operation of enterprises 
beneficial to the state and the people's livelihood, accept the 
control of the People’s Government, the leadership of state- 
owned economy, and the supervision of the masses of workers, 
and actively meet the demands for their socialist reform by 
the state.” 

Another agency through which the Chinese Com- 
munists exert pressure on private business is the China 
Democratic National Construction Association, which 
is one of the political parties existing in China today 
to substantiate the claim that the present government 
is a “coalition” of a number of political parties. Each 
political party, it may be noted, is assigned the task 
of recruiting members from certain sections of the pop- 
ulation and organizing them to support the state and 
the Communist Party. In this case, the Chinese Demo- 
cratic National Construction Association, whose mem- 
bers come mostly from industry and commerce, was 
charged with the duty of carrying out among its mem- 
bers an intensive program of “education in patriotism 
and law observance.” In July 1954, the Association held 
a conference to discuss ways and means of “strength- 
ening” this program. In reporting on the conference, 
the Tienstin Ta Kung Pao observed (on August 6, 
1954) that “since the promulgation of the general lne 
of the state in the period of transition, many members 
of the Association still resisted socialist reform in 
thought and in deed” and consequently it was neces- 
sary to “strengthen their education in accordance with 
the principles of the five-anti campaign.” But, the paper 
contended in the editorial of the same day, the edu- 
cational program should go even further: 


“To be sure, there are still capitalists today who continue 
to commit the five evils, and therefore to avoid the five evils 
must be considered an important part of the content of edu- 
cation for patriotism and law observance. However, it is not 
enough merely to refrain from the five evils. There is a 
deeper meaning in today’s education for patriotism and law 
observance. We expect private industrialists and merchants 
net only to refrain from the five evils, but further to adopt 
a positive attitude in regard to their enterprise and to accept 
socialist transformation truly and sincerely.” 


In April 1955 another convention of the China Dem- 
ocratic National Construction Association was held in 
Peking, the emphasis again being laid on the impor- 
transformation. Ch’en Yi, a Vice- 
Premier of the government, clearly sect forth the offi- 
cial propaganda line in his address to the convention. 


tance of socialist 


He said: “During the period of socialist transformation, 
the capitalist class still has its status. . The capital- 
ists are allowed the necessary time to. accept socialist 
transformation step by step. As long as they are willing 
to accept socialist transformation, as long as they do 
not violate the law or damage the people’s property, 
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they will not only enjoy their political status today, but 
their work and livelihood will be properiy cared for 
after socialism is realized.” 

A brief mention must be made of the shaping of 
public opinion by the publication of personal confes- 
sions. Prominent industrialists and merchants have been 
urged to make public declarations of the “fruits of self- 
education.” These declarations, which are given wide 
publicity and reprinted in major newspapers, contain 
confessions of past errors, of alleged sabotage activities, 
and of misgivings regarding socialist transformation 
which result from backward bourgeois ideas. Every one 
is a pledge of unreserved readiness to pursue individual 
reform as well as the socialist transformation of pri- 
vate enterprises. 


Obstacles to Socialization 

The campaign against “the negative attitude of in- 
dustrialists and merchants” is indicative of the opposi- 
tion that the program has encountered. One finds fre- 
quent references in the Chinese Communist press to 
various “sabotage activities” of “recalcitrant capital- 
ists.” Communist leaders have repeatedly warned of 
the “rebirth of capitalism” in the rural areas as well 
as the cities. They say that even among their cadres 
and Party mernbers there are persons who are seduced 
by bourgeois subversion and try to carry on small in- 
dependent enterprises which will only result in the 
growth of capitalism. 

Even the state-owned enterprises have presented an- 
noying problems. One reads in the Communist press 
complaints about the failures of co-operatives on ac- 
count of “formalism,” and about waste and inefficiency 
in state-owned enterprises. Production in the state- 
owned industries has lagged behind schedule. Serious 
losses have resulted from “inadequate plinning” and 
“misunderstanding of state plans.” 

These difficulties, however, do not deflect the Com- 
munists from their socialist goal. They believe that 
most difficulties can be overcome by a more gencral 
and correct understanding of Marxism-Leninism and 
by learning from “the advanced experience of the So- 
viet Union.” Whenever they are confronted with dif- 
ficulties within and without their Party, they always 
fall back on their panacea, a more intensified program 
of “education” and political indoctrination. More “self- 
education,” more “study,” more “criticism and self- 
criticism,” more Marxist-Leninist dogmas-—these are 
the cure-alls the Communists prescribe for all eco- 
nomic and political ailments. But it remains to be seen 
whether the pearls of wisdom from Lenin and Stalin 
will provide the needed guide for China's development 
or whether the basic laws of economics and human psy- 
chology will operate in defiance of Marxist dialectics. 





Conservative Leadership in Japan 


BY KENNETH £. COLTON 


.. YEARS after the surrender and the rebirth of po- 
litical parties, and three years after the restoration 
of independence, the pattern of Japanese conservative 
leadership remains in flux.' The conservative movement 
is still in transition after war, defeat, and occupation 
At present, its course is largely determined by two fac- 
“depurge” program and the 


tors: the results of the 


rise of the Socialist movement. The former is tem- 


porary in character, but the rise of Socialism will un- 


doubtedly have far-reaching effects upon political con- 
servatism for years to come 

The adve.t of the “depurgees,” long a latent threat, 
hit the political parties with major force during the 
With the authorization of SCAP, be- 


government cs- 


summer of 1951 
tween June and August the Japanese 
tablished procedures for revision of the purge criteria 
and removed the occupation ban on ne arly all the vet- 
eran political figures who had been barred from public 
life. The majority of these men hastened to reenter 
politics, for the approach of the San Francisco peac« 
national 


conference foreshadowed the restoration of 


independence, which came in April 1952, and an in- 
evitable general election. As their 


and as many of them had had extensive political ex- 


vumbers were large. 


perience before the war and possessed tested qualities of 
leadership, their return to politics created major prob- 
lems of adjustment between the claims of the return- 
ing veterans and those of the postwar political genera- 
tion. Although the older group is constantly being re- 


duced by death and old age and new leaders are grow- 
ing up to take their places, the manner in which thes 
adjustments were made has done much to shape the 
character of conservative political leadership 


‘ 


On their release in 1951 the depurgees did not band 


together to establish a new party of their own, but 
existing 
framework of the two major conservative parties. Their 
efforts had different results in the Liberal Party and 


the People’s Democratic 


sought to achieve their ambitions within the 


Party 

The problem of assimilation was more acute in 
the Liberal Party. In the spring and summer of 1952 
the Liberals were at the peak of their power, with 286 


seats out of 466 in the lower house of the Diet. By Janu- 
Mr. Colton served formerly in Tokyo in the Civil Historical 
Section of SCAP and is now working in New York on the 
prepuration of a book on Japan's political leaders 

1 ‘This article is based in part on a paper presented at the 
annual meeting of the Far Eastern Association at Washington, 
D.C., March 29, 1955 


ary 1952 over a hundred depurgees had formally joined 
the Liberal Party, without making onerous conditions 
or even asking for a face-saving change in the party 
name. But the appearance of harmony was deceptive. Be- 
cause the party had long been in power, its postwar 
leaders, especially Yoshida, had a vested interest in 
keeping their control of the party machinery, which they 
were reluctant to share with any depurgee claimants. 
Yoshida himself was a postwar newcomer without pre- 
war political roots. By habit, training, and temperament, 
he was not inclined to yield, to compromise, or even to 
negotiate. Despite their experience and prestige, there- 
fore, the returning depurgees found a cool welcome and 
enjoyed but a modest influence in the party. After in- 
dependence in 1953 it soon became evident that the 
assimilation of the prewar veterans was not proceeding 
smoothly. The record from June 1952 to Yoshida’s 
fall in December 1954 is largely one of a bitterly fought 
struggle between the have-nots, mainly depurgees, and 
the postwar haves. It is a serious oversimplification to 
describe this conflict as merely a clash of personal am- 
bitions between Yoshida and Hatoyama. Its roots were 
much deeper, and it led eventually to the party split in 
November 1954. 


If leadership is measured by the ability to resolve 
conflicts advantageously, if not harmoniously, then 
Yoshida failed in his handling of the depurgees. This 
was not because he was unaware of the problem, but 
because he overestimated his own strength and that 
of his party, which led him to believe that he could 
dictate the terms of any agreement. Second, he seems 
not to have adequately understood the bases upon 
which his and his party’s power rested: i.e., popular 
desire for political stability, the support of the business 
community, a belief that the United States favored 
Yoshida, and belief that Yoshida was an unselfish pa- 
triot. Third, his tactics were poorly chosen and steadily 
undermined the props upon which his continued leader- 
ship depended. Fourth, he appears not to have fully 
appreciated that Japanese conservatism could ill afford 
the luxury of two rival parties, and that maintenance 
single dominant could be 
achieved only by moderation and adjustment. The al- 


of a conservative pariy 
ternative was a dog-eat-dog contest for party control 


which might easily lead to the party's fall from power 

An example may suffice to illustrate Yoshida’s meth- 
ods in meeting the problem of accommodating the de- 
purgees. In June 1952, when the post of party secretary 


general became vacant, Yoshida’s “inner circle” (sok- 
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kin-ha)—-almost completely postwar and nonpurgee* 
—pushed the election of one of their number, Kenji 
Fukunaga. His candidacy encountered a stubborn and 
determined opposition which did not abate even when 
Yoshida sought to force Fukunaga’s election as his 
personal choice. Although a conflict between Yoshida 
and his supporters and the bulk of the depurgee and pro- 
fessional party men may have been inevitable, Yoshida 
chose his ground poorly. Fukunaga had been elected 
to the Diet only once, in the landslide of 1949, and had 
previously held no party post higher than that of 
deputy secretary general. Consequently he was _pre- 
sumed to lack experience in party ma”agement and 
electoral tactics, as well as intimate knowledge of the 
117 constituencies and their candidates. Furthermore, he 
was the candidate of men who were identified as hostile 
to the claims of the depurgees, particularly Hatoyama, 
for party influence. Thus he was opposed by Hatoyama’s 
followers and was not supported by any other depurgec 
group. In selecting such a man for the secretary general- 
ship Yoshida showed poor political judgment. 

In the end Fukunaga was defeated. But in the suc- 
ceeding months Yoshida continued in his characteristic 
refusal to consider the opposition, to negotiate or to 
conciliate, and made grudging concessions only under 
pressure. The net effect of his tactics was to harden 
latent divisions within the party, to create internal in- 
stability, and thus to make increasingly doubtful the 
Liberals’ claim that they were the only party that 
could provide a stable government. 

The depurgees and anti-Yoshida men in the Liberal 
Party thus learned early that Yoshida could be beaten. 
At the same time they learned that opposition had its 
risks, as the expulsion of party members in September 
1952 and March 1953 demonstrated.” The April 1953 
general election taught the bolters the costly lesson that 
Yoshida could not be defeated at the polls unless the 
conservative opposition had the prospect of gaining at 
least a plurality in the Diet. By November 1953 the 
insurgents who had left the party returned to the 
fold, and Yoshida’s policy of iron control and no con- 
cessions seemed successful.‘ But the depurgees had not 
been assimilated. By mid-1954 there existed within the 
Liberal Party a sizable bloc of men, largely led by de- 
purgees owing allegiance to Hatoyama, who were ready 


2 The only purgee was Shigeru Hori, depurged in 1948. 

3 Ichiro Kono and Tanzan Ishibashi were expelled on the 
eve of the October 1952 election for public attacks on the 
Government's policies. The March 1953 expulsions followed 
the support of a nonconfidence motion by the Hirokawa fac- 
tion in the plenary session of the Diet. 

4 A small group of cight bolting Liberals, led by Ichiro 
Kono and Bukichi Miki, refused to return to the Liberal 
Party, and thus prevented the Liberals from achieving a par- 
liamentary majority. 
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to bolt and link their fortunes with other anti-Yoshida 
conservatives whenever there was a good prospect of 
victory at the polls, 

This prolonged struggle which so weakened the Lib- 
eral Party might never have been necessary had the prob- 
lem of the depurgees been handled more skillfully, with 
more restraint, and with greater understanding of the 
basic issues. The fault did not all lie with Yoshida, but 
unfortunately the initiative did, and the major mistakes 
were his. One of the paradoxes of the struggle is that 
the men whom SCAP purged as unfit for democratic 
leadership are today widely recognized as better practi- 
tioners of parliamentary government than Yoshida, who 
held office so long under the occupation. 


Birth of Progressive Party 

During the same period, more harmonious adjust- 
ments between the depurgees and the postwar politicians 
were being made in the People’s Democratic Party. Be- 
cause that party was in a weakened state in 1951-52 as 
a result of the severe drubbing it received in the 1949 
election, the ex-Minseito veterans and other depurgees 
exerted a relatively greater influence upon it than their 
fellow-depurgees did in the Liberal fold. Adjustment 
by mutual compromise was not too difficult, despite 
the fact that shortly after their release in 1951 the Min- 
seito depurgees formed a club which might have become 
the nucleus of an independent party. However, owing to 
the force of their prewar political tradition, they had 


no place to go except into the People’s Democratic 
Party. The club, therefore, was only a useful instrument 
for extracting greater concessions from that party. Be- 
cause of their numbers, the depurgee veterans gained 
considerable advantages: the party changed its name 
to the Progressive Party, the newcomers designated the 
new president, and they won an equal share of the new 


offices. Their assimilation continued without undue 
friction, for unity was clearly desirable in a minority 
party seeking to gain office. Slowly the balance of power 
in the party passed to the depurgees. But this was only 
an initial victory, for their continued influence depended 
on the success of their President, Mamoru Shigemitsu,” 
in winning political victories. 

By 1954 Shigemitsu had failed to achieve victory at 
the polls, tactical triumphs in the Diet, or election as 
premier. Thus, after two years, the depurgees’ hope of 
making the Progressives the majority party by utilizing 
their experience and prewar organization had clearly 
failed. By mid-1954 the party was making no progress, 





5 A former veteran diplomat who held the portfolio of 
foreign affairs three times before 1946, he was later a de- 
fendant before the International Military Tribunal. He re- 
ceived the lightest sentence imposed by that body and was 
the first to be granted a parole, Currently Siig@iiiteu is Min- 
ister of Foreign Affairs in the Hatoyama cabinct 
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and another general election was something feared, not 
welcomed. It became evident to both the depurgee group 
and the postwar bloc that political survival in the war 
against Yoshida demanded an enlarged conservative 
opposition. This could be achieved only through coopera- 
tion with the dissident elements in the Liberal Party, 
who by this time were more than receptive. In Novemn- 
ber 1954 Shigemitsu and the Progressives accepted an 
outright merger with the Hatoyama Liberals,’ although 
in April 1953 they had spurned even an election under- 
standing with the sarne group. For the Progressives, the 
formation of the Japan Democratic Party in November 
1954 was a marriage of convenience, if not of political 
necessity. 

Thus the first effect of the 


was to precipitate a strugg) 


advent of the depurgees 
for contre! in both the 
conservative parties. In the Progressive Party this phase 
was over by the time Japan became independent; in the 
Liberal Party it was largely 
by the election of October 1952. At the 


but not decisively, settled 
same time 
another struggle was taking place, within each party, be- 
individual depurgees and secking 


tween nonpurgees 


election to the Diet from the same constituency. This 
phase was largely terminated for both parties by the 
1952 and 1953. and 
election of 1955.’ The formation of the 
cratic Party and the results of the February 1955 elec- 


tion suggest that the third phase of the depurgee prob- 


elections of confirmed by the 


‘Japan Demo- 


lem may be a contest between parties rather than be- 


tween individuals within parties, Of 112 Liberals elected 
to the lower house in February 1955. depurgces num- 
bered only 19.6 percent, whereas out of 185 Democrats 


s 


elected at the same time, 45.4 percent were depurgees 


Background of Politicians 


The majority of the Liberal Diet members elected in 


1955 (61.6 percent) began their political careers during 
the occupation, while the reverse is true of the Demo- 
crats (only 34.4 percent). This reveals another conse- 
quence of the depurgees’ return: the blurring of prewar 
Minscito-Seiyukai rivalries, which is most notable in 
the Japan Democratic Party. Of the 167 men in that 
party whose previous political iffiliations are known, 
92 have Minscito or Party ties 


have affiliations with the Seiyukai or the Liberal Party 


Progressive while 75 


6 Strictly speaking the “Hatoyama Liberals” who bolted in 
November 1954 included other dissident elements only loosely 
attached to his leadership 

7 The number of conservative depurgees who won elections 
for the first time since 1952 dropped to 13 in 1955, all Dem- 
ocrats. The percentage of depurgces in the Dict was 30 in 
1952, 27 in 1953, and 28.5 in 1955 

8 Figures and percentages in this article are based on an 
analysis of the Senkyo Taikan, published by the Asahi Shim- 
bun, Tokyo, 1946, 1947, 1949, 1952, 1953, and 1955 


92 


In contrast, the Liberal Party’s prewar membership is 
almost exclusively Seiyukai in origin. Among the post- 
war members there are remnants of the Shidehara and 
Inukai Democratic elements which entered the Liberal 
Party in 1948 and 1950, but these and others who began 
postwar careers as members of another party have al- 
ready served longer as Liberals. Moreover, of the Dem- 
ocratic Party’s leading officials, two are Seiyukai-Liber- 
al in ancestry, one is Minseito-Progressive, and the 
fourth is a postoccupation Liberal.’ In the Liberal 
Party, only one leading figure, Bamboku Ono, can claim 
valid prewar political ties, and he is a veteran of thirty- 
five years of political battles in the Seiyukai and Liberal 
Parties. 

This union of Seiyukai and Minseito elements in the 
Democratic Party could not possibly have taken place in 
1946, 1949, or even 1951-52. That it did occur in 
i954 is due mainly to the repercussions of the depurgees’ 
return and the rise of Socialisin, aided, of course, by the 
fact that the prewar party system had not functioned for 
fifteen years. Death has also steadily removed key pre- 
war party figures. Woman suffrage, the lowering of the 
voting age, the yearly influx of new voters, and the de- 
velopment of new postwar loyalties have all tended to 
dilute once powerful political tradiiions. 

Nevertheless, in view of the Seiyukai’s forty-year 
history and the Minseito’s record of twenty-six years, 
and of the strong rivalry between Seiyukai and Min- 
seito groups in the first postwar decade, it may be 
asked whether the union of prewar political rivals in the 
Democratic Party is only a temporary phenomenon. Ac- 
tually it shows signs of permanence. As the Progressive 
depurgees are strongly hostile to Yoshida and the Liber- 
als, there is little likelihood that they will break away 
and join the Liberal Party, short of a major political 
upheaval. Many of them, especially ex-Minseito mem- 
bers who are close to Shigemitsu, retain a sharp dis- 
taste for any association with Liberal Party President 
Taketora Ogata.’ The ex-Liberal and Seiyukai ele- 
ments among the Democrats have twice bolted their 
former party, and their reaffiliation with the Liberals 
is unlikely. Moreover, this element holds the major 
posts in the Democratic Party. 

The continued unity of the Democratic Party is af- 
fected, however, by the question of leadership. At 
present Hatoyama is the one man around whom all 
party elements can unite. Should he be forced to retire 
because of ill health, factionalism would undoubtedly 
revive. His successor would probably be another depur- 


9 Hatoyama is strictly Seiyukai-Liberal, Bukichi Miki was 
Minseito before the war and Liberal after the war. Matsu- 
mura is strictly Minscito-Progressive. Kishi is the postoccupa- 
tion Liberal 

10 Based upon conflicts between the two individuals dur- 
ing the Koiso and Higashi-kunij cabinets of 1944 and 1945 
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gee. But while the depurgee leadership is long on ex- 
perience and power, it is also long on age. Most of the 
younger talent im the party is found in the Progressive- 
Minseito group, whose experience is mostly postwar, but 
it will be at least five years before these younger leaders 
can gain decisive control of the party. By that time, 
the Minseito and Seiyukai elements may be well ce- 
mented. , 

With a greater proportion of depurgees and a larger 
number of veterans with prewar legislative experience, 
it would seem that the Democratic Party should be 
more “traditional” in its type of leadership and in its 
attitude toward government power, Diet maneuver, and 
party policy. There is some evidence that this is true, 
but easy generalizations are dangerous. The depurgees 
cannot be lumped together as “old-fashioned” or “re- 
actionary,” nor are the newer politicians necessarily 
“democratic” and “modern.” Nearly all the Democratic 
leaders have held Diet seats in the three years since 
independence, Of the 66 Democrats who served in the 
Diet before 1946, 37 have served an equal period in 
postsurrender parliaments. Moreover, prewar and post- 
war politicians do not run true to form. For example, 
Yoshida, a product of the occupation, had few contacts 
with the press and the public, while Hatoyama, a prewar 
figure, has been highly accessible from the beginning of 
his premiership, and has even instituted regular Wednes- 
day press conferences. 

On the whole, the depurgees take a more “traditional” 
view of society and government than nonpurgees, but 
this is true of both conservative parties. A major dif- 
ference between the parties lies in their attitudes toward 
the Diet and the party as instruments of government. 
The Democrats tend to rely on the Diet to carry out 
their programs more than the Liberals do, largely be- 
cause, during their years in opposition, they had no 
other means of expression. The Liberals, who were in 
office from 1946 to 1954 (save for an eighteen-month 
interlude), often with a clear majority, tended te rele- 
gate the Diet to a passive role. During these years the 
dominant role in both Diet and party was played by 
the cabinet, the ministries, and the administrative agen- 
cies. Yoshida’s one-man rule of the party and his re- 
fusal to use the Diet as a forum for explaining party 
programs tended to deprive party members of parlia- 
mentary experience. 

At the same time, the large number of depurgees in 
the Democratic Party, without Diet experience under 
the occupation, makes them less familiar with current 
Diet procedures and practices. Their lack of any con- 
nection with the major SCAP reforms also tends to 
make them more skeptical of the latter. Since the re- 
alignment which produced the Japan Democratic Party, 
the Liberal party has been predominantly composed of 
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postwar politicians, most of whom were closely asso- 
ciated with the initiation or administration of these re- 
forms. They are thus more committed to championing 
occupation measures than their Democratic rivals; tut 
the record of the Liberal Party, and Yoshida’s ex- 
pressed desire to correct the “excesses” of the eccupation, 
make it impossible to draw a clear distinction on this 
ground. 


Socialist Strength 

Despite the greater immediate impact of the depur- 
gees on the conservative movement, the rise of Social- 
ism will undoubtedly have a longer and more decisive 
influence. Before the war, the peak of Socialist Diet 
strength was a mere 37. It was then possible for the two 
major conservative parties, approximately equal in 
strength, to fight elections with the expectation that one 
or the other would win a plurality or an outright major- 
ity. Since the war, the Socialists have never fallen below 
90 seats in the lower house, except in the abnormal 
circumstances of 1949, Today the two Socialist parties 
and their political ally, the Labor-Farr er Party (Ro- 
noto), hold 160 seats, or 34 percent or that body. In 
1947 the conservative parties won only 61 percent of the 
Diet seats; they reached their peak in 1949 with an 
abnormal 76 percent; in February 1955 they secured 
63.6 percent of the House of Representatives.'' These 
figures clearly indicate that the prewar two-party equi- 
librium had been long destroyed. 

The conservatives were slow in realizing the meaning 
of these events. The 93 seats won by the Socialists in 
1946 were regarded as a temporary reaction to war, 
defeat, and disillusionment. The 143 Socialist seats in 
1947 were partly explained by widespread discontent 
with rationing, labor unrest, and conservative ineptitude. 
The 1949 election reduced Socialist Diet representation 
to 48, but while this was acknowledged as a temporary 
slump, the Socialists’ true strength was hidden by the 
sharp hostility between the left and right-wing Socialist 
factions and the final party split in October 1951. The 
success of the Socialist parties in winning 1!11 seats in 
1952 was often interpreted as a protest against Yo- 
shida’s long tenure of office, a reaction to independence, 
and rejection by women and youth of rearmament. 

Thus for some time the conservatives failed to grasp 
that the Socialist movement had to be reckoned with as 
a major political force. They tended to assume that 
the old basic two-party system still prevailed. This is 
seen in the 1947 revision of the election law and in 
the Liberals’ refusal to enter a coalition Government. 
The January 1949 election introduced a new and im- 





11 For an up-to-date analysis of the Socialist parties see 
George O. Totten, “Problems of Japanese Socialist Leader- 
ship,” Pacific Affairs, June 1955, p. 160. 
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portant factor—the public's unmistakable preference for 
a strong single-party cabinet over a weak coalition Gov- 
ernment. The Liberals’ clear majority of 264 helped to 
preserve the conservative illusion. After the election, the 
Liberals sought to absorb the chastened Democrats,"* 
who had won only 69 seats, while the latter fought des- 
perately to retain their independence and prepare for 
a comeback. Somme Democrats dickered with the Liber- 
als, as in the “coalition” of the Inukai Democrats in 
the third Yoshida cabinet and their entry into the Lib- 
eral Party. But this was due more to the attractions of 
office than to a realization of the need for conserva- 
tive unity. The same is true of the affiliation of a num- 
ber of depurged Minscito and Progressives with the Lib- 
eral Party in 1951. The formation of the 


1952, its conduct of the April 1953 election 


Progressive 
Party in 
campaign, and the behavior of the bolting Liberals in 
the same election all indicate an expectation that polit- 
ical equilibrium would be reestablished eventually on the 
basis of two powerful conservative parties 
Prospects for Conservative Merger 


After the elections of 1953 and 1955, however, the 


conservatives could no longer regard the Socialists as 


temporary interlopers. It has become increasingly evi- 


dent that 
cannot afford to divide its 


if conservatism is to remain in power it 


forces between two rival 


f 


parties. Realization of this fact is one of the chief fac- 


tors promoting the movernent for a merger of the con- 


servative parties. There is no assurance, however, that 
such a development will come about quickly or easily 
It is retarded, of course, by the continuing split in the 
Socialist ranks. If the Socialists should unite the con- 
servatives would doubtless do likewise, and vice versa 


As the Diet strength of the | 


Liberals and Democrats 
is not decisively unequal, it may take some time to de- 
termine which party will become the standard-bearer of 
coalition is likely to be the 
If the 


cratic cabinet were forced to resign without calling a 


conservatism. A conservative 


first step towards eventual union present Demo- 


general clection, the Socialists might combine and claim 


the right to form a Government as the second ranking 
party in the lower house. This would almost certainly 
compel the Democrats and Liberals to join forces, at 
least in a coalition Government. An election in which 
a united Socialist party won a Diet plurality would 
have the same result 

Obstacles to a conservative merecr are serious to 
Japanese politicians, however petty they may seem to an 


outside observer. It is not easy for either leaders or 


12 A precursor of the Japan Democratic Party. Formed in 
March 1947, it meraed with the minority People’s Conserva 
tive Party in April 1950 to form the People’s Democratic 
Party, out of which grew the 
1952 
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Progressive Party in February 


followers who are habituated to thinking in terms of 
desperate party rivalry to develop suddenly an attitude 
of tolerance and cooperation. Personal relations are still 
important in Japanese politics, and the bitterness de- 
veloped in party battles of the last six years cannot be 
immediately wiped out. The central question in any 
prospective merger is what man or what group will 
dominate the new party. it was this issue that split the 
Liberal Party in 1953 and 1954. Who will be president, 
who will get seats in the cabinet, who will hold the 
crucial party posts, what faction will be favored in 
party preferment, what rank and filers will be designated 
as official candidates? Agreement on such questions is 
far from easy. 

Although the programs, policies, and goals of the two 
conservative parties are basically similar, differences in 
timing, pace, and method cannot be lightly dismissed. 
Yoshida’s methods of handling his party and the Diet 
aroused strong opposition. The timing, pace, and method 
of his rearmament program divided the conservative 
bloc. Disagreements over such questions as 


with the USSR and Communist China or 
United States and the West, although not fundamental, 


relations 
with the 
ay in time become crystallized into positions from 
which it will be difficult to retreat. But the basic dis- 
agreements in any conservative merger would be over 
the distribution of power and the pace, not the sub- 
stance ol poli y 

As long as the two conservative parties do not be- 
lieve it is absolutely necessary to unite, minor differences 
over policy and major differences over personalities can 
be indulged in. Further advances of Socialist strength 
may be required before the conservatives submerge their 
differences to face the common danger, the possibility 
of a Socialist Government, 

No discussion of the prospects of the conservative 
pargies can be complete without considering the prob- 
lem of recruiting new leadership. The channels of re- 
cruitment differ from those of the Socialists, who can 
draw, among other sources, on the ranks of labor. At 
present, six major fields of recruitment are open to the 
conservatives 

|. Bureaucrats, The bureaucracy was the traditional 
prewar source of top political leaders, especially in the 
Minseito. One of the paradoxes of the occupation era, 
however, was the fact that the Liberal Party under 
Yoshida, with its Seiyukai roots, recruited more leading 
ex-bureaucrats than its rival. The bureaucracy may con- 
tinue to be a valuable seedbed for party leaders, because 
under the present Constitution the surest route to a cab- 
inet seat for an ambitious top-grade bureaucrat is mem- 


bership in a political party and election to the Diet.’ 


13 The Constitution provides that a majority of the cab- 
inet ministers must be elected members of the Diet 
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But political leadership requires political skill as well as 
administrative experience, and this takes time to acquire. 
Party instability, moreover, is discouraging to civil serv- 
ants, who may not want to surrender their present 
security of tenure for the unpredictable gamble of a 
political career. Those who do take the plunge are more 
likely to join the conservatives than the Socialists. 

2. Businessmen. A close relationship between the Jap- 
anese economy and government policy was characteris- 
tic of prewar Japan. Because of unstable economic con- 
ditions, the role of government is still tremendously 
important to a wide range of commercial, financial, 
and industrial interests. It is probable, however, that 
business leaders will prefer to influence politics from 
the outside rather than by personal participation, at 
least until political patterns have achieved more sta- 
bility. Those businessmen who now sit in the Diet are 
drawn mainly from small or medium-sized business or 
from the middle ranks of big business, rather than from 
the top levels of the industrial giants. Business influence 
on party leadership is more apt to be exercised indi- 
rectly, through the choice of which party to aid finan- 
cially or which politician to support. Business and in- 
dustry appear also to have adopted a more flexible 
policy than before the war: they will give the bulk of 
their financial support to the party or the leader who 
seems most likely to win control of the government. The 
influence of financial circles on the party rank and file, 
however, cannot be minimized, because of the expense 
of political life and particularly of election campaigns. 
On the other hand, a strong government can do much 
to counter industrial-commercial pressures because of 
its power over such matters as bank credits, import- 
export controls, tariffs, rates of exchange, allocation of 
critical materials, etc. 

3. Political veterans. This category includes defeated 
candidates and also the depurgees, as the 1955 election 
shows numerous examples of both conservative parties 
digging back into the past to find available candidates. 
The leadership elite, however, seldom comes from the 
ranks of candidates who are too often defeated or from 
the veterans who had apparently retired until induced 
by party pressure to stand for office. 

4. Local public officials. The extension of local au- 
tonomy under the new Constitution to include popular 
election of prefectural assemblymen and governors 
opened an entirely new field of political recruitment. 
No firm pattern appears to have developed as yet, but 
the possibilities are obvious and significant because of 
the opportunities for training, organization, testing, and 
experience offered to those who work their way up by 
the ladder of local politics. As might be expected, the 
governor is the more eligible figure, with the speakers 
of the prefectural assemblies and city and town mayors 
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not far behind. To date, however, a governorship is 
generally considered more desirable than membership 
in the House of Councillors, which has less political 
prestige than the House of Representatives. Many pres- 
ent governors who began their careers as Home Min- 
istry officials, were appointed as prefectural governors, 
and later elected to the same office. Strong pressures 
for a continuing dependence upon the central govern- 
ment survive in 1955. Until this traditional connection 
and this dependence on the central government are 
broken, the full possibilities of this route for recruiting 
top party leaders will probaoly not be realized. Many 
conservatives wish to revive the prewar system of ap- 
pointment, for while this reduces opportunities for po- 
litical recruitment, it also aids in controlling elections. 

5}. Professional men. Lawyers, journalists, educators, 
agricultural specialists, doctors, and others whose pro- 
fessions encourage them to participate in public affairs 
are a potential source of new leadership. For example, 
Taketora Ogata, present head of the Liberal Party, is 
a reporter and newspaper executive whose career 
spanned the years from 1911 to 1944. Ichiro Hatoyama, 
Prime Minister and President of the Democratic Party, 
is a lawyer by training. Ichiro Kono of the same party 
began as a reporter covering the Agriculture Ministry 
and later engaged in business dealing with fisheries and 
agriculture. Other professional men can be found in 
both parties. But since the lawyer in Japan is not the 
traditional public advocate he is in the United States, 
the partiality of lawyers for active roles in politics is 
not yet as strong in Japan as in the West. As for edu- 
cators and members of other specialized professions, the 
difficulty is that by the time they achieve national 
prominence or even wide local recognition they may 
be too old to establish a second reputation as poli- 
ticians. 

6. Active party workers. Party organizers, campaign 
managers, and aides often rose to the Diet and party 
leadership before the war, as is shown by the number 
of postwar Diet members who were iingaidan (outside 
party organization members) before 1941. Future loca! 
party workers are most likely to rise in the party by 
first winning local office. 


Difficulties of Recruitment 

Recruitment of conservative leadership is more diffi- 
cult today than before the war. The social and eco- 
nomic patterns for those in the six major fields of re- 
cruitment tend to postpone the age at which one can 
normally embark upon a political career; the length 
of postwar Diet sessions makes it hard to combine two 
careers, save in exceptional cases; Japanese youth seems 
to be more attracted to Socialism than to conservatism. 
This is important because successful politicians are apt 





to start young. Most recognized party leaders, such as 
Hatoyama, Takeo Miki, Bukichi Miki, Ichiro Kono, 
and Tadao Oasa among the Democrats, and Tsuruhei 
Matsuno, Bamboku Ono, and Shuji Masatani among 
the Liberals, as well ‘as newer postwar figures, entered 
politics before the age of 35, many before they were 30. 

Because the career of a conservative politician is more 
risky than it used to be, and he may find himself out 
of a job, a party in power has an advantage in re- 
cruiting personnel, affecting quality as well as quantity 
For exampie, Yoshida’s notable success in recruiting 
large numbers of capable bureaucrats in 1948-49 oc- 
curred when the weak coalition Government was. obvi- 
ously tottering and Liberal prospects of regaining power 
were good. The Democratic Party recruited many able 
new and younger leaders in 1947, but this was befor 
the party fell upon lean days after 1949. The impor- 
tance of being in power is also suggested in the switch 
of many local party branches and prefectural assem- 
ranks after 1954 


If the Democratic Party succeeds in retaining power 


blymen from Liberal to Democratx 


for any considerable period, and avoids scandals or 
other political disasters, the Liberals will probably find 
their former normal channels of recruitment drying up 
just as the Progressives did between 1949 and 1954 

The future of the conservative movement and the 
character of its leadership also depend upon the 
leaders’ dedication to the spirit of parliamentary gov- 
ernment. The test of that faith lies in the methods 
adopted to meet emerging problems. With the final 
assimilation of the depurgees and the adjustment to the 
impact of Socialism as a major force, further tests will 
come. The character of future political leadership will 
be influenced as much by the outcome of such tests as 
by the factors here discussed 
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AN INTRODUCTION TO JAPAN. By Herschel Webb. New 
York: Columbia University Press. 1955. 131 pp. $2.75. 


This brief volume was sponsored by the Japan Society of 
New York “in an effort to meet a growing interest in Japan 
and Japan-American relationships on the part of American 
colleges, schools, and adult education groups.” It is a concise, 
unadorned survey of all aspects of Japanese life and culture, 
including its land and people, history, government, economic 
life, social and cultural life, fine arts, literature, and religion 
and philosophy. It fills a definite need for an up-to-date sylla- 
bus for a unit on Japan in a college survey course on the Far 
East, but it would lack the detail to be of much use in a 
more concentrated “area course” on Japan. 

The treatment of the subject matter is eminently fair and 
objective; the Japanese people are viewed with a sympathy 
and respect due esteemed friends with a rich cultural back- 
ground. Such clichés of the past as that the Japanese are 
simply imitators are effectively exploded. In this reviewer's 
opinion, however, the author has reduced the usefulness of 
his book as a stimulus to discussion by carefully skirting or ex- 
plaining away all controversial issues. Such live current con- 
troversies as the rearraing of Japan and the movement to rein- 
state Shushin (Ethics) in the schools are ignored or played 
down. Admittedly, to have brought them in and presented 
both sides would have lengthened his book and perhaps de- 
feated one of his purposes. But it would have enlivened the 
presentation and made it more challenging to the adult edu- 
cation growps for whom it was partially intended. 

Alert teachers will appreciate especially one feature of the 
book, the listing at the end of each chapter not only of 
selected current readings but also of recent excellent films on 
Japan, with addresses of distributors. As an up-to-the-minute 
introductory study, covering a wide field of Japanese culture, 
the book serves a useful purpose and is well worth its reason- 
able cost 


University of Michigan RONALD 8S. ANDERSON 
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